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BOALPATP . ¥r, Arthur H. Cox Horeh &, 1949

F - Ohris Calsayus

Semtrel Intelligence Agency, Intelligence Hemorszadum\jJin
Stgnificance of HYostera Buropesn Fxrorts to the Sovietl

1. Sestion 117{d) of the Foreign Assistence jct regquires %A to sereen
the axporis of the parblcircting caumiries to soperersicire ting Tharorsan ¢0uN-
tries, whbioh include the Soviet 3loc. A is =lso concerned with tie trade
hetween the rerticiveding countries snd the Seviet Hloc becsuse the Hovied
Ploc can suprply rew materlsls urgeatly required for zchieving the objlectives
of the TRP. HNHoreovwer, a high level of trade betwesn the two cress is & pecon-
sery cantition Tor restoring equilibrius in the balances of Teyments of the
rarticisating countriss, since the Zoviet Bloc is an sliterpative source of
supply of comsoditier now belmg rurchesed in the dollar aress. The Soviet
Bloo is zlso & prineipsl serplier of chrome wad mengenese, on whieh the indus.
trisl aconomies of Wesbern Miyope and the United States ars hesvily dependent.
In srder to Jbtadn iInformation for uge in determiming A economle policy
towards the Sovist Bloc, TCA requested CIA to rrepure & rerort om certsin
aepeets of economic relations beleeen Weolern apd Fmatorn Furope. 1IN 7YG-
liminary diseusslons nfiﬁx CIA. 304 outlined ite conception of the scope of the
report, and gemer:l sgreement woz resched on the rrincirsl cyoblems towsrd
whish the anelysis of t:m report should be dirested. lespite its rrelimipary
nature, CIA Memorandum Ro. 127 hae rrovided suple mupporiizg ﬁwiéaxwﬁ for the
tentative solutlon of certoin lsportant msﬂ;ms, The f£allowing commenis
sre made with a viev to syecifying the domain of definition of & fufure revort
so $hat 1t will be of the grasiest yossible use to the ¥CA.

2. Toe roport sdecuately desonstrstes thad the rroductivity of the scone
awmiey of the Soviet Hloc would be fupelred if sxports to the Soviet Bloe from
the Western coumtrics of certein types of sgquirsent, mumfectares sand nmeterisls
sre guantitatively resiricied or embargosd. £ congiderzble rert of the report
iz devoted %o the snelysis of the relative significcoce of jarticular Western
exports to rarticular sezbers of the Soviet Bloc ss well ue to the Sovist Bloe
&% & whale. The report is smuccessful in rroviding im concrete terms an enslysis
of the important geparal stedement that the Soviet Moo is derendent on the
Hestorn industrizl economiss.

3.  Seversl pavepraphs of the reror$ ars devoted to showing that the
8oviet Upion wields considerable soonowic power in the various sztellite coun.
trios, with the imrlicati:m that the Soviet Union is the chief Lencficisry of
trading within the Soviet Zloo. TAttle considerstion is given %o the fact thet,
spart from unilsteral reperations deliveries, the trede Letvesn the Soviet
Padon sud fthe satellites reaults in sulual benefit., A conseguence of the large
éegres of evonmalc yover which the ULA ettribates ko the Soviet Union is the
Selief thst the Soviet Uniom would have rriority over essentisl meehinery., arare
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rarie sad industrisl) rew materiale imported by the Bloe fros Western Turope.
it 48 by no mssne clesr thet z1l the satellite countries would be willing te
treneshiy to the Sovist Unlon vitelly mwweded couirmeny obinined from the West
ander the terms of trade sgreoments. Moresver, 1% has not yet bemn esinb.
1ished thet the Joviet Union exsreiges any firm contrsl sn the lists of com.
sodlitiens traded by the Soviet Bloe countries or the terms at which they ere
sraded.

4, The revort does not mention & corollsry to the dimcusalon of the
previous peregrarh. The Soviet Unlon at the present time i & eurrlier of
seshinery snd equirment to the Sovied Eloc. In the event of & Heslern emborgo
of sxporte to the Sovief Hlee, the Soviet Uniom eould =aite & net eentribution
$0 the svonoiies of Zasbora Burore in the form of vachinery and equirment,
supesially ibe simrler types vequired for the ssrlier stages of industrial
devalorment. It should aot be sverlooked that sn fmperislist power can offen
insrsase 1%z rroductivity by exporting cepitel for ths develepment of the re.
souress of “oolonlal® srees.

%. On pege 5, the revort categnrieslly stutes that Titossque Sefsctions
should not be manticireted if exports to the sabellites of eassnlle)l squipment
aye restricted «nd economic distress comseguently inereases. Since no werrent
for this statement is ovident in the report, further snslysie vould be dmzivadble
in order $o detsrmine whather Tositive centrifugsl lucentives from the Yest
would Bat deflsct one or mere setellites from their yresent orbits, or af lesst
vasken the attractive rower of the Sovist Unfon. Such an snslysis might take
into agcount the Fects that the satellites ave nmtionsl stetes wmubject to the
divergs influgnses of netisnal sentiment, thet polities) lendars mey have more
netional loyelty than Moscow loyslty, =nd thet sconomlic goins muy accrus to
the mationsl stetes &f they rursue sn indepsadent roliey which would free them
fram the oparsus eaopemic commitments whleh the rerort attributes te thelr
esanonie yelstiome with the Sovist Unlon.

6. Hines BCA volicy supyorts & lerge wolume of irsde Letween Wastern
and Western Burepe within the 1limibs of the netianel sscurity cbjectives of
the Unitsd States, it ie necessery $o ash for & more rrecise enalysis of the
kay sentence on page 71 "The vrimary economis gosl of the USSR is the develor-
aent of ite sconsmic potentisl for wer®, Two eeszentizl disensfons aypesr to
be lagking in thie statament. In the firet place, the dluenaion of intent ia
not elesrly speeified. It would seem desiradle that the "acencmie rotential
for war® bs dsfinsd to stnte uhether it mesns prepsration for an offensive war,
& defensive wer, or merely the conmbimustion over the long run of the ®ecld war®.
1% i rerhers sesninglsss to discuss the wltimete intent of the Soviet leacers.
it is, however, possible 3o demonsirate ihat the rrimery econmmie gonl of the
USSH 1s got the develerment of 1ts soonomic sotentinl for war. The deslared
and self-evident gosl of the USSR has been cleerly defined in all the Five
Yo Flens end copslists in %he infustrislizetion sud reconstruction of the
Soviet sgonomy of\ the basis of the most advenced technical “nnvledge., Among
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the many staoted objectives to be achieved by suoh industricliszstion are the
seononic salf.sufficiency of %the Hovist Unlon, the ineresse of 1ts defensive
powsy nod the reising of the standard of living of the Sovied pesple. It is,
of eourse, true that over since the Yoviet Fagime csme o power the Soviet
leadars heve siressed the meed to rrovide for the defense of the Soviet Unlon.
Bowever, the Teot thst the Soviet Covernment hae restricted the rates of
growth of consumers! goode industries end has mminteined rimid rates of growth
of the hesvy industriss does mod sasentislly lsply thet the dewelopment of

way potentisl 1s the rrimeyy goal. fincs the Soviet Unlon wss, wntil revently,
& backwerd, pro@ominently sgrarisn econcmy, 1t wew pecessary for Soviet plermers
%6 concentraie op the comstruction of hesvy industry in order %o lsy the basls
for & higher standard of living ss well sk %o provide for natfonsl defense.
fhe smphasie on the construction of hesvy infustzy, thercfors, served sioml-
tansously the ends of welfare and warfare. Only if sn estluste of an "es.
sesnive® goncoutration on the rroduction of direct militery items..military
vlenss, tenks, sto...vare svellsble, would 1% eppeer correct 3o state that

the prisevy gosl of the Soviet Union wes the devslopuent of 1%s egononie
retential for war.

P, Toe ststement wlso lacks & time dlmension. In the most gemeral
SEBE6, sy etonony vhich wndergoes infustrislization sdds ko ite we¥ volentisl.
However, unless & time limit of soma sor$ ia fized for the period of élrestd
preparatisn for & sbooting wor the statement 1e slrost vemningless. Foreover,
the stetenent does no% take sdaquate sceount of the perceptive powers of the
Sovist plasming suthoritien, It would spresr that z velid aevumption might
¥e thet the Sovist Union would not be prepared to wage sn offensive war Tor
saay yeara %o vome, A perussl of the rlesned objectives under the Fourth
Pive Your 7lan should be sufficient svidence of the weskness of the Sovlet
seoBosy &6 eonpared to that of the Wealern countries, including the Tnited
States. The CIA report, in itzelf, is & careful brief on the many defects of
the Soviet industrizl potential for wer.

8. If 3% cen bo dempnsirated thed the rrineiyal sbjective of the Sovied
tnion ot the pregont time ia prepsaration for the lsusehing of war, then the
basle policy whioh 204 heg consistently supported wilth resrset o incrossing
the level of trads belwsen Tastern snd Yesterm Purope should be reconsidered,

§. The principal question ayound which the report ses to be writies con.
sernad the degres of intogration of the economies of the Soviet Hloo and rarti.
sularly the sxtent to whioch & centrsl ;lan lss becn devised for sagotiating
trade agreswonts with the Yest. In the rrelimimery Ziscuseions, CIA sined
that the Seviet Hloc was sconomieslly integrated. Apert from ciding seversl
specific exeaples of close sgonomie eontrol by the Joviet Unlon ond genorally
sffirning thet the Sovied Unlon is sitempiing %o emtrel tie setellifs econ.
omies, CIA bes not demonstrated that & significant ssccure of eaomomic inte.
gration oxiste in smctusl fect. Just sz in the ¢sss of the UHEE fteelf, it
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sseng incorrect $o sesume that tho concentrstisn of resmuress for iadug.
trislization in the basie heavy industries is evidence that the course of
scoponic develorment is Leing diverted in the setellite plans from & ™norrel®
gouree by the influente of the Soviet Union, It is sufficient to note st
the United Pingdoz {with the encoursgement of the Sovernmsnt of the United
Stotes) is seintaining & steble level of consumptiosn in erder 1o uge resources
in developing sepitel iavestments. On the other hend, in the cuse of Iolaxd
sonsumers’ £oods industries have by no mesns been neglected in ecopomie rlene.
On pege 11 the repord actuslly contradiots the initlal statement made by Cla
that the Hoviet Hloo wes highly integrated seonnmieally:

#It must bs emrhasized thet meny of the sforesentisned sensures
for soordination of the Soviet and Satellite ssonomies have Leon more
apperent than real. Bo over-sll effsctive control has yed been sstab.
lished. However, the framework sed axverienss for ersatusl economie
integration is greduslily being developed in the fields of planaing,
predustion, dletribution, forelgn trade, snd economic orgeafsation.®

16. Integration of the sconomies of the Soviet Floc does pot mean merely
that the Soviet Union exsroisss influencs on thelr affnire. Hush interfer.
suee in some indelevsinate degree lz ussumed. In order %o discuss the lden
aof iategretion in & concrele :nd useful meomer, mp overstisnsl sryromch
wight be desirsble, For instamnve, renl evidence of sconculc inbegration
eould be obtained if peeltive sasvers were svallable to sueh questions as
the followingt Would foland seorifies ite industrinliretion gesls in order

' ts muprly Bussanis or dubpgery with mechineyy shich the lotter requirel ¥ould
Polend fmpert vitelly needad machinery from fhe Yest for her own exporis end
then reexpert this smohissry to amother satallite in exchange for none~sssential
comrodities er ne quid ¥re guo &t all?

1i. The report se & vwhole appesrs te support the feollewing premises;
(1) & parrev view of the objeotives of the Zovied iloe's efferis to indus-
trizlize; (2) ss unsubstantisted belief in cloee seniyulation of the satellile
sesnouies Yy the USR: snd (3) s» unsurrarted belief thet the Terces of
satlonnlise end sconomic distress could not be used %o wesken the tles or
deflest the satellites from thair Soviet oriits.

Approved For Releas@%P?&M 617A000300280002-3



